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Emplcnyer Identirlcata.on Numbex: -
Kay District:
Form:

Dear Appl J.cant :

. Thiz . letter constitutes a final’ adverse rwl:r.ng with' respect
te your claim of ‘exemption from federal income itaxation undar
"section 501(c) (4} of the Internal Revenue Code. .

_ Baged on an analysis of the additional Information
submitted during and after the conferenca of § :
withdraw our conclusion, stated on page 4 of qur O
letter, that you ara a political organlzation taxa-
saction 527(3}(1) of the Code.

We conclude that_your activities did not gromote social
welfare and did not serve the community as a whole. Your

principal activities served the private benefit of “ :
camialgn for publn.c office and tha private J.nterests of the '

- In the additional information you subma_tted during the
praotast process, you stated that was your
primary asset of value. It was compiled as a result of
operations from your inception through 3w In
you agreed to seek a loan from é to furd your operations.
on u enternd inte a varbal serv:.ce
agreement with ' ' a sole
proprietorship of Undar the service agraement the
use af all of your assaets, including personnel, facllitles, and
u were put at the disposal of Pto use .
for his It does not appear that ‘-.
engaged in any furthar ac J.VJ.t].QS.

on you executed a _
in the amount of ta _ for amounts he had

)
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advanced to you previbusly. Alsa, on ,‘in‘return'_ .

for forgiveness of the debt, you assigned all of your remaining
assets, including the data base containing all tha names,

her informati ncerning tha membars of Wiy
to : :
! .

Undar the circﬁmétances, wa cannot conclude that these were

‘the equivalent of arms~length transactions (designed to
distd jab between your interests and and that
ist

efforts in compiling the 1d anything -
other than further i} private purposes in | .
. Under the circumstances, we have concluded
that you are not exempt under section 501{c) (4} of the.Coda.

Accordingly, you are required to file federal income tax |
‘returns. Based upon the financial information that you
furnished, you should fila returns on Form PLoxr prilor tax
years within 30 days from the date of this letter with your key
District Director for exempt organization matters, shown above, -
unless you request and your key District Director grants an
extension of time to file the returns. " You should file. returns

for later tax years with the appropriate asrvice canter indicated
in the instructions for those returns,

If you have any questions concerning the reasons for this -
ruling, please contact the person whase name and telephone number
appear in the heading of this letter. You should address
questions concerning the filihg of returns to your key District
Director. -

3

Sinceraly, -

Diractor, Exempt Organizations
Division

cC:

@oud
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Pear Appllcant~

We have considered your appllcation for recogmition of
exemption from federal income tax under sdction 501(c) (4) of the
Internal Ravanue Code. We have determined that yau do not .
qualify for exemption under that section of the Code. We have,
however, determined‘that you are a political organization
described in section 527 of the Code. Our reasons. for these
conclusions. and the facts upon which they are based are exylalnad
below. ‘ . ‘ :

EACTS
I.

The informa cates
incorporated on . in the
Your Articles of Indorporation state that you ara organize

involve citizens in govermment and in publia policy daclsxan
making: to conduct research and disseminate information on public
policy issues: to sarva as an advocata before the puhllc,
govermment officiamls, and government bhodies on public polxcy

~lssues; and to conduct felated activities,

You indicate that our emphasis ia on policy issues related
to government ethics and election law reform; federal government
spending and borxrowing patterns: taxation and revanna productlan
policies; and other mattiers related to economic policy, private
sectar development, and health care reform. Your objective, as
explained in your application, is to create a supportive public

environment for govermment and legislative raefoxrm through
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increased public knowledge of complex economic and gavernment
issues, so that praopesals designed to address those issues cbtain
widespread support.

Although you stated that you are not an outgrowth of any
cther organization, the meetus for yg ) oY 1s. L

independept presidential campaigp of The
titles, ¢ " ' vere
_ nitially to deecribe a movele of a

presidential campailgn following annauncemant an

- pre
contxnuation of the
entered the presidentisz
changed itsgpa

All expen itures and receipts
gxgendi as and receipts under

the Federal Electxun i
name and service mark %
assigned to you by agreemen

The themes developed dur:l.ng q presidential -
campaign are the primary focus of your infermational and o
educational programs. You state that your mission is to’ educate
your members and the general public in order to create better and’
‘more responsive government. Theae themes, fccuslng an deficit

reductlon, foreign trade, re
reform, are the subjecta of

H 1s regis
canpalgn commlttee for

campaign. You bhave an ongolng relatlon
that you have a cantract te artazn accoun ing an
adepinistrative sarvices to in connection with tha

winding up and termination of that orxgan ' suant to an
ninigtrative Services Agreenent dated
' will pay for thess.services at a rate calculated to retlect

. your actual cost of providing the services. In addition, you

will also be providing * with office space and equipment.
Facilities and equlpment charges are to be calculated using a
reasonabla allocation. Since you will ba sharing certain :
personnel, these costs will also be‘based on a. percentage of tima
expended on behalf of

You atate that ‘+he contract w1th was arranged to
allow you to secure the services of the enployees of #
xnmtxally an a part-tlme basxs and then an a full time
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You state that “These employees might have otherwisa been forced
to seek othgr employment due to the part-time requirements o
winding up mnd would hava been unavailable to "
In fact, you Indicate that e employees you initially
hired previously worked for - You indicated that these
employees were hired because your organizers already knew them
and were confident of their abllities to be pProductive employees,

as well as their willingness to be employed at salaries.
- assoclated with an ideologically-based organization.

is your founder and serv,

is a pationally

recognized, successful business has ownership interests in

doos

nunerous corporate entities. - has prqvided his services
to you without charge. You nota in your lettar,
that each of the i cials’ you have sponsore § paid for in

its entirety b as were hiz travel and persanal

expenses. %am for the - rocessing
wltinq services provided to you bywﬂuﬂm -

‘most of
tanding relationship with

* in particular, were key
campaign for the presidency and ware
_Other key employees associated with oy

include your Executive Director,
our Media Director H your Operations
» and your Field Direggor, 1
' at

Alsg sexving on your initial Board of Diraectors ar
ﬂyour Secretary/Treasurer, and
our Assistant Secretary. Thase individuals, along wi
our

initial employees, hava a laon

fiqures in
~ employad by

letter, you sta th :
» contipued to. employed by,

-

a sole prpprietorship:
. You indicate that these individuals were

con ensgte ursuant to their employment agreement with S
H and worked for you an a valuntary basis.
v

In your response to our requast for
additional information, you indicated that the original three
members of your Board of Directors continued to serve in that
capacity. You also stated that you anticipated replacing tha
initial Board by the end of the year and expanding the Board to

include a number of 3tate Chapter chairpersons -and . individuals of
national prominence in business, education, and govermment.

In your % letter, you indicated that your Board
of Directors amande restated your by-laws to provide for an
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_ - Boaxrd. ' The bhy-laws prov:.de that* shall
be a director by virtue of his paogition as your founder; f;ve-
dirsctors will ba elacted by a :
(comprised of the 8tate Chapter Chairperson or othar designated
representative from each state chapter) from among its members;
and five directors will be elected by your current Board of
Directors other than those elected by the Naticnal Advisory
Council. Thus, six of your eleven Diractors will he appointed.
directly by and those bhaving a lang standing
ralat:.onsh:.p with hain.

Your by-laws indicate that you are a membership
organization. You have adopted a non-restrictive membership
policy to encourage as many people as possible to join..
Mambarship. dues are set at per year. Hembershlp henef:l.ts are
stated as follows: C

members will be provided tha organlzatlon and meuhanlsm
whereby their opinions will be communicated to the
congressional and executive branchesa of the fedaral
government. Members will receive reqular newsletters
detailing important national and state isesues, advising
them of the avaxla.blllty of additional educaticnal
material and opgortunities and providing scheduling .
information on and other events of importancae to
ieducatlonal purposes. Members will have tha = -
opportunity to participate in meetings of members at
the local level and to elsct leadership by states to
serve on the board directors or State Chairperson
Advigorxy Board of ﬁ. Fmally, meémbers reaelve
nembarship carda identifying them as active members af

Membership benefits do not include voting rights. -

Members are solicited through various channels including
your pu.bl:.uatmns, a tall free telephone number set up for
responses to your telavised :.nfomercials, and broochures
circulated at your various candidate forums. Extra applications

- are sent with all responses tao give to friends and callers to

your information center may request additional applications. .

Interim voluntaar stata coerdinators or paid state directors in

your empley oan order maora applications directly from you as

.needed. Thase applications are circulated by canvassing public

areas. In addition, applications are printed :.*e_wslettars and
actel

are available at all sponsored events., Your me ship drive for -
Yb

and g} was expected to generate approxim
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Your initial mail solicitation went out an m‘
The mailing list was compilad by cross ahecking al. & you
received from the television broadcast :

.". Prospective members were sent a

I!e!!er; From m., a tahulatio llot responses, the
results of a pell conducted by the
following the broadcast, an indivigua y tailor me 1p

application, and a postcard announcing the d televised
informational program to be aired by you on . A different
mple of ‘people who signed tha sition drive for
presldential candidacy were mailed an application in
You have indicated that thaesae sample
ons were your only direct mail solicitations,

- solicita

Your initial method of member solicitation was television

advertising. Your initial ad cam
in selected spot markets.
. The format f£or these ads was sitting behind a desk
discussing a number of topical national issues. Each ad ended

- with an invitation to join by calling an 800 number ar sending a

check to a Post Office Box. Your national cable campaign ended
.on . Mased‘ commercials ondiliP to

Promote each of minute»;ntomercigls.

IL_ran on national cable TV
ads warae aired,

You urnisﬁed-tranécripts of several of the talevision
ads, ains his rewarks primarily toward his former
supporterss ' A '

"the millions of volunteeras of

altered the course of our nation's history in the past
election. We spelled ocut tha changes that are =o
urgantly needed in our election process. "

"I would like to cangratulate illions of
volunteers and supporters of You made history in:
the past election. You changad politics."

"just compare our platfoim during the campaign to the:
agenda ...% : :

In letters acknaowledging m mberéhi'

¥ou indicate that although Your members ‘have na direct role
in your organization, they will have input through state ' -
chapters. Yaur by-laws authorize you £o creata and chgrter‘
affiliated state chapters in each stata. You, the national
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organization, will set the policies to be pursued by all
- affiliated organizations. Your Board of Directors sets the
criteria for the state organizations. Your by-laws indicate that
' ¥You are not responsihle for any state or local organization's
.actions, liabilitiaes, oz obligations unlass you assume such
responsibility in writing. To qualify for affiliation, a state

chapter must agree to adhere to all of your policy positions. Aan
affillation may be revoked at any time.. ' '

A state chaptar must ba structured to. include a State
Steering Committee, State Chairperson, and State Treasurer. The
Stearing Committee is to be composed of congrassional district
coordinators which are elected annually by you, the national
organization. These members will elect a Chairparson who will
then be eligible to be a member of your State Chairperson
 Advisoxy Board. You. indicated that the Advisory Board would be

created when there were = icie tate organizations to ke
raprasentad. In youx Flettar, you stated that an
BRdvisory board, known as the National Advisary Council, has been
appointed. The Council is composed of all elected State
Chairpersons, and will advise You of their opinions.

To assist in oraating the national/independent state
framework, you have hired smploysas in approximately i states to
assist with the organizational process. - The state directors are
hired as your employees, and are in charge of setting up the
state chapters. They will asaist in membership drives, avaluate
requasts for grants or assistance, and monitor the activitias of"
Tthe state chapters to assure continued compliance with the
requirements for affiliation. '

¥ou. indicate that the=natiana1/independent state framework
- Was created as a safeguard. By ingisting that the state :
oxganizations remain separate and distinot, you are better ahle

to avoid establishing an agency relationship that would require
yYou to closely monitor and contrel the gtate entities. |

The stata chapters ara sat up along congressional district
linee. The boards of directors of the state organigations will be
elected by members in each congressional district with one
director/committee memher being the elacted Coengres=sional _
District Coordinator. Congresaional District Coordinators will
serve as the elected representative from their congressional
districts on the board (the steaexring committee} of the state
chapter. . : S ‘

You believe that the State Steering Committees will best )
represent the interests of all members from w;thin sach statg if
staering committee members are elected by ragions. Congressional




R IRS-Exempt Orsanizations - Rois

Districts were chosen primarily hecause thay are of relativaly
equal population and they provide a oonvenient means for dividing

a state into ragions for this burposa. You also indicata that
this structure may facilitate members! communication with their

coordinater will communicate with the sama U.ﬂieaentative. -

Fe also note that thi cture was usmed by upporters and
hduring the,ﬁ;residential campaign and was already- .
in place. ' ' : ’ - e
fouindicated that you will provide funds to the state
chapters to halp sponsor activities which are consistent with
Your' purposeés. Your funds have been provided to assist with the
‘Costs of communications, printing, facilities anq equipment
rental, publicity and other egpenseg ralated to your membership
drives and {nitial organization. Xour funds hava been made
available to state chapters for the dissemination of information
concerning the alection of state officials. . You have also
expended funds through your State Directors within individual
states to help sponsor debates, forums, petition drives, and .
other activities intended to educate and inform your nembers, the
public, and aeleacted officials about important policy issnes. °

You are organized on a national basis so all information
funnels through your offices. This allows you to create a
national data base of members. Affiliated smtate organizations

are provided thelr awn menbership data base but_pa _only use it
for purposes approvad by you.in advance. By
there were authorized affiliated groups in, states. Your. '

' Success in building a national base was tha subject of an article
in your newsletter 5 that states -

In tha

W since Hamnunced the formation
of his grass-roots ariii-zi 1 I Pe has amassed a donar

base and membership’ & mass membeaership

arganization at i3 a) potentially. owerful levar for
such change. N |

: The information submitted indicates that you were associated
with a series of televised referenda. All were
talavised on in ioh
diecussed various 1ssues. The 1xst progranm,
" aired on
i S intomercial include :
onal debt, the annual defiait, Congressicnal term limits,
lobbying activities, foreign trade, health care refornm, and other




Qurrent items of ational interezt. The discussion of these

topics followad wall Jnown positions as presented in
his bOka ‘

Fallowing this broadecast, all merbers of your organilzation
were mailed a petition to elicit their opinions on the issues
pPresented 1n the infemercial. all state Directors and Interim
State Coordinators were mailed copies of the petition and asked
to distribute it on the state and local level. All reapénses

e requested to be returned to Your National Headguartars in
&foz processing. S ' .

- You have icatad that the questions on the petition were
designed by based upon his belief that the issues

involved weras lmportant to a vaat number of citizens who had not

~ Previously made their voices heard. In response to complaints
bout bias in the poll questions, you hirad the
H to design and conduct an independent TETAT ST
valid, natfona

- bidder in your request for bids fram interested organizations.
Thie company was directed to prepara its own list of questions -
and remove any alleged bias, and to poll a statistically valiq

ample of izens to.compare their responses with those to the
A news release issued by the

indicated that the results of the new poll confirmed

: 1.10n responses. Coples of the news release were malled
to your mambers and viewers responding to the initial poll .

- folleowing the broadcast, and widely publicized by you. The
petitions and ballatsg you received from thesa polis were '

nterest. of your Ehe-public in a

balanced budge

- r

The second broadcast;‘

an:e! on w
Progranm, analyzed President Clinton's campaign finance
refaorm package., any of tha chal 23 discus i i
jnfomercial are featured in ﬂ w
q In fact, this bogk was ment:onss

- bro Suad,

cast. A press release

shortly after

this broadcast, sumy loaas with' the

following message:

1 survey to verify the respomses to the initial
petition.  fThe had recent experience
-conducting nationa sSurveys on politica issues, and was the low
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The fj

| in this series aired on H d
concernad In this hroadcast,g
.discussad the Iimiact of _ ‘ ,

You budgeted . millien in 5 and million in for .
- infomercials. You indicated tha ese broadoasts ware i nded,
a5 a cost effaective method to comminicate with members and non—
menbere the results of Your research and analysis. The prograns

were intended to educate the American people on a nan-partisan
~basis about issues of national importance and. interest. You
‘Stated that, although the involved the
presentation of research materials and information by p
others may not follow the same format. To date, there have beer
.~ no others. - : ‘ ‘ '

of producing and

lopal ‘broadcast to date hag been b
and is not included in yourﬁ :
; broadcast was initiated, formatted,
and is based on material previously
published by ~ four rale in these broadcasts was
'limited to advertisin and promotion.’ You also conductéd the -
survey following the inftial broadcast and compiled the resulta,
although it is not clear what role you played in designing the
survey itself. . S s _ ‘

You have indicated that the entire cost
airing each i
personally by
budgst. In addil
and presented

Since your inception, you have conducted several ather
activities. The most prominent of these has been. sponsoring
candidate forums and debates for your members and the general
Public centering on the issues you have previously identified as
important to tha nation through your infomercials. As part of
several forums, you have polled your menbers and compiled
avaluations of thae candidates based on their responses= ta your

questionnaires. These evaluations a ublicized through i ous o
media. You budgeted ‘ million in a and imillion in W o

for such special projacts.

Information submitted in your letter of-
affirms that a major facus of your organization is to provide
information to voters and to encourage eligible persons ta
participata in the electoral Procesg. You, your membars, and
-affiliated state organizations, have pursued this mission by
sponsoring candidate forums during elections at all levels of
government.. <You state that these forums provide candidates
access tu publicity and thereby lessen their need to raise money
independently and their relianca on special interast groups for
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funding and suppert. You also indicata that the forums have the
2additional benefit of raising public ewareness and knowledga,

which in turn results in a more informed electorate and better
- voter deaisions. _— - : ' '

: In addition to the purposes stated in the ” letter,

- there is substantial evidence that thesa forums played a role in
advancing your electoral interasts. Thay served as a method to

- Perinit your members t LECt candidates sympathetia to your
views. In fact, the- rogram, the one that you have .
indicated is your mode other programs, was designed to serva’

your electoral interests hy identifying the bast candidate, the
one most compatible with your Principles. . -

. In ql your State orga
forums in cONnection with th

In youxr letfer of

indicated that bEcause your natianal o ' ' _ :
headquartered in the :
served as a pilof p ect for your organization to test various

‘methods for -involving all candidates and providing them with a

. forunm to appear before the voters: (both locally and through
statewide radio and telavision coverage) at no cost to them. You
also stated that the national organization took the lead in this

effort to test the proper level of your invalvement in local
elections. ) -

zation sponsored many candidate

on i, you met with potential.

candidates far 1 or tha epresentatives,
‘Everyone who.had been reported in the news ag a potential ‘
candidate was invited to participate. You indiecate in ycur”

letter that your purpoge in holdihg this mesting was to he

€ planning process for you ta bs able to inform your members
and the pubklic about the candidates and their positions on the
issues your organization has targeted as of primary importance.

After the " meeting, you sponsored the following '
activities: . , . . o

: : 1. Meet the U.S. genate Candidates Night ,
ALl known candidates were invited to speak at .
and asked to focus on the economy and
gavarnment reform issues. participated. You
paid for statewide satellite distribution of the live radio

coverage and encouraged your members, tha public, and the nedia.
te attend. .
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2. Radio Interviews:

regigtered candidates to tape
 Prominent broadcaster.

You invited each of tha fiJ

; with a
The interviewer was advisaed that your

_ C 1 The intervie was
free %o formulate each question and fol qu & -
interviews, seiected by a draw, ware ' ‘

: Programs were aired
3ama tima slot beginning on

» and ending on

3; Thea

You invited tha
leading candidates

on

‘designed to highlight tha pagitionz of the candidates

Public appeared most jinteregted.

moderated by
one-minute opening statement _

questions of concern to Your orxganization for the candidates ta
discuss in.a back and forth a¥change. Each candidate was also
permitted a_ ninet ssecond closing statement. In your Rrass ‘
Rale you stated: "By the time the

In fact,
Speaial election, were members of

5. Following -the _
conducted a member poll by mailing. po3® cards to
which asked "Which candidate do

elieve wou 8 the Dest U.S. senator - ox
' You also asked your members whe er S d
e - ndidate. The results of your poll were announced at

naws conference. While the statement was given by

you

Y Your organization an
S follows: :

- The statement is a

" Since we mailed our ard survey

nembers have

who responded to the survey indicated the
ould bhe the best
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‘Az tha"
inform
from the

it is my pleasure to’
of the overwhelming Support

The ' iz titled i)
- The first paragraph reads as

ollows: )

7thelnationa1> on-— it and
- hon-partisan organtzation today
.announced its suﬁo‘rt of ,

In respo 1 uestions regarding your endorsament of
d - ou_indicated in your letter of.

You

‘ ad tha rasults of a survey of your
membeXs. You state further:

expressed their individual support of .
The announcement did not indicate the organizationt's
_ support for or endorsement of either candidate, and was
- . intended only to inform the ‘PR -a.n;lq members -
‘ eves

__Qannouncement ragarding the results of its
- Postcard opinion poll indicated thaw 1ii members

of the results of the poll. bali at its
endorsement of a candidate wou ‘indicate acceptance of
that candidate for his or her beliefs, promises or past.

actions, and that accep e would come from the
.organizational lavel,

id not endorse or su port
elther candidate in

but merely polled its indiv
announced .the results of that poll.

idual memhers_and

In respo

‘ o savaral other questions asked in our latter
to you dated

you have offered an expanded
{a member of the Board of Directors -

The purpose of the organization is to have a broad-
based membership that represents certain fundamental
‘views which we feel are shared by a great majority in
. ‘the centex. We offer votes that are available so that
members of Congress can adopt our agenda.




.....

e T
S | _ | | |

.—13—

Kl

You indicate that statement is consistent with

your mission to inform your members and the public about igguas,
You state: ‘

A significant part of? tax exempt missien is to
inform its members and e public about public policy
- considerdations and the actions taken by elected
aofficials on those issues, That mission is furthered
by keeping candidates for electiva office focused on

issues and not ersonalities or negative
campaigning. menbers have demonstrated their .
interest in issuas, and that’ they ctive in the

exercise of their right to votg, elieyes that
candidates will recognize the importance of % )
~and that they will be rasponsive to the' views

‘of the organization and its members on public policy |
 and govarnmental issues in order to *

for their candidacies.

F has also bean quoted as stating "the impact we -
have is to get people running fox office

to adopt our agenda in.

crder to get elected.” 1In response to aur concern regarding your
. ¥role in political campaigns, you statea: - Do

g principal mission is to educate and inform the
Cltlzens of this country about issues. of government and
public policy, a encourage them to become reqular,
active voters. hopes to Positively influence the
Outaome of alectluons by providing exposura to all

viable candidates with gard to whether they have
campaign resources.... Will also work teo educate
e public on the issues,

and inform. its membars an
and on’the voting records and pesitions of both
‘incumbent officials and their challengexs. By :
providing information to its members and the general
public about public policy considerations and
individual performance of elacted officials, &
believes it will cause voters to force candldates ta °
remain focused on tha issues and to out their
campaign promises once elected. ... #cconplighgs
this task by astablishing clear standardg and positions
on major issuas, presenting those issues to its nembers

‘apd the general public, and offering candidates an

opportunity to state their views with respect to those
lssues. The voting public i{s then free to avaluate a
candidate! gition against their own standards and
those -ofq and to make a more informed decision in
the voting koeoth. o :
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The additional information you submitted

: ] _ your national staff, and the
Board of Directors. You indicate that

represented the oculmination of your year-long procers
shing membership guovernanoce of your organizatiaon. -

menbers of your

of establi

genérated
activities,

intended to guide and dirWur organization and its affiliates

through.the remainder of _
is based on your list of-‘
.’ These are as follows: ' S

The
1. Actively participate in voter registration and the
election process. _ ' :

2. Perform a positive and effective role in economic
and government reform issues.:

3. continue ta build membership.

4. Further organiza at the National;‘state and
Coangreasicnal Distriot levaels, and local and college
canpuz levels, . S ' ' :
5. Develop effective and timely‘communications.-

- stated 'oa!s.

provides suggestions for achieving each of your
For each goal, there is a section detailing

These are actions that will be '
headguartars staff, For example, —

1. Providing candidate voting records.

. 2.. Produeing and distributing‘to state organizations a
standardized Issue/Candidata Questionnaire. ‘

3. Produaing and diétributing.to state organizations a
standardized candidate Scorecard. ‘ '
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Also provided for | that may pe
implemented by you ox your a ate orianmza lone to' achlave a

partioular goal. The ideas (to actively
participate in voter registration and the elaction process)

include under the heading, the following
items; '

1. Identify candidates.

2. Research issues and voting records related to SN
- objectives and issues. ‘ _ '

3. Analyze flnancial sourtes of candxdate's campaign
funding: :PAC or other. -

4. Do the candldates solicit infurmation_from constituents?

5. Does constituent consensus affeat the candidate's
dec1510n55 :

6. Develap candldate questlonnalres on
generated from membershlp.

issnes

7. Develop a candldate raport card.

8. Distribute results of candidate questionnaires and
rapart cards. - .

9. Distribute videos on candidate‘reéponﬁes to issues;

lo.. Distribute candidate EValuatidns via étate neﬁalétters.
" 11. Provide voter: educatlan t& the lowest lavel. ‘

12. Utilize information from m

i3~ Prepare Op/Ed articles. * ’ o R .

14. Gather and make availahle newspaper'clippinds
regarding candidates. :

15. Network with other organlzatxons.‘
16. Conduct candidate forums.

17. Prioritize the races in wh:.ch-n.ll be most active
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document steves nitted the d e ——
This document states in part: ‘ - - ‘

H has the opportunity to bring to the political
ocess the niseing elements of holding our elected
.Servants responsible foxr their actions and aacountable
té the votersg.m ‘ o

q:‘.s not a political party and will not fiel,
candidates for elaative office. Each member of %
should be encouraged to be active and involved wi the
-.candidate of his or her choice in ihe iEcpming '

elections. ... As an arganization ill not be
Promoting any individual candidate, C

"By }judging the actions of incumhents seeking re-—
election on the issues of govermment reform and _
economic refarm, embery can be tha swing vote !
that means the df ence hatween winning and o8ing in
éach and every election. Viewed another way, b :
members have the ability to impose term 1limits on
incumbents who have not acted in the best interest of
the people they represent.n ' L

t of Y ot o at_tne.q

ﬂ you hava adopted guidelines for voter registration
drives and candidate forums. As an alternative to candidate
forums, you suggest sending questicnnaires with a cutoff date for

[

candidate rasponses ta allow ample tima ta disseminate the
Iesponses. You state: "You can formulate

'~ the questions !rolm 4 Yes or na answer, or_ yoeu may choase "
- §Sourage narrativa raesponsas.® L . |
, you state: B ' _ '

a < ] = Ll B
. » DLl s | =
of the electoral di i as _to which candidate wo
. make the best public Servant for that position and '
‘announce thp rasults of the memberchip poll prior to
the elaction (emphasis added) ‘
: ' ' was also .adopted at

8 primarily a guide to your
Blag of national and state

-l

Puith sub-categaries that track your
national agenda. ‘ ‘ ~ -
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' A3 part of your activities -

s ter,
cludes an. introduction from
. statement, _Also included are an article

based on- speeches, an informational update on all
-state activities, an update on media evants and the membership -
drive, and an announcement of the telacast of

. . Copies of your newslettar are furnighed to the medin
‘and other interested persons upon reguest. R —

‘and a miszsion _
out government raform

‘ t
features on the front page:

issue is devoted to ) _ N The
article on the economic plan lists the votes of each mamber of
the House of Representatives for and against the Plan. '

Your organization has taken the position, through ‘ :
gECR¥-peaking enqagemegts, books and yvour lewgletters,” that

' and that puculd be a
- negative factor. In fact, the feature article
states: ' ' —

{In] less than 5 months

hit the pavepent ruhning:
In addition to.hia naw bes Y - .

elling book,

Y has toured
: ' . g spent signd

groups of volunteer

rioritize toda

states with vieits to
ant time with various
a8 and the general public :

'S _issues ... appeared o

Y

1t is unclear whether you have sponsored these activities or
whether these pexgonal appearances were paid for and carxiad out-
indapendently byﬂ e :

The _
is devoted to
In addition to YOI -
Program, you analyzed the votes of all Senators and . ‘
Representatives on the issues you have identified as your
National Issues. These are (1

{
3 and (3)
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*containa‘.a avexrviey of your accomplishments to gdate.
It also contains the “m whd
you indicate how each Se “

_ d_Congressperson voted on
National Jesuas. In a gsecti ou_poi

out o

A small portion of your newsletters may be devoted to
grassroots campaigns, although the absence of information on the
tining of the calls to action make that hard to conclude. The.
third edition of your nevsletter, for example, contained wEge
This nawsletter alse containg
phone numbers of all of the members of Caongress. The call to
‘action urges your members to use these numbers. )

In the same article that contained

. r Your electoral positien. is clearly stated in '
' he preceding paragraphi . :

can be terminated by giving aix months notice: Even if

— e, the rpeople
in g and

The same issue also contains a legislative scorscard on issues in
which you have an interest. This fact pattern is present with
respect to other issues addressed in the nawsletters. No case ‘
has been mada in any of your submissions ag to specific pieces of
legislation pending, nor your expenses as they relate to both
grassroots or direct lobbying. ‘

In addition to your genaral wmembership. Pragzams, you operate
a special program aimed at recruiting members on colleqga _ '
campuses. The college program is designed to.ancourage college
Ccampuses to organize local chapters. These college ox university
groups will work hand in hand with the local congressignal

distriot organizations to help mekilize support for

The college program is led directly by employees on your

-staff. Thesge empl ﬂe been intimately inyolved with the
T -

their respective states. To gain ¢ :

chapters, in
creative ideas, you sponsored the
"

age fresh and

] as a contest far
¢ollege chapter could
- roposal regarding

in which any

iiﬁete. The ¢C allenie was to
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Al iyity . ugh the collaga program -

‘ =" In your literature, you explain: R
The elections are just around the commer. In
keaping with the college chaptar abjective of giving :
student. active volce in the national political =~ S
‘arana,“will ba spansoring voter registration .
~drives on College campuses this spring.  The goal is to -
register as many new college age voters as possible. for
the gprimaries and general elections. A large '
CollHB8 student voter turnout combinaed with timely

information about exitical issues can only aid in the
move toward real reform. o A

In addition to the activities already described, youw have
.indicated that you plan ta conduct research and to oparate in a
uanner similar to a clearing house. You plan to compile research
materials from many sources and eventually computerize it for
accessibility nationwide. - Thls research activity is intended to
‘generate educational information and poliay analyses, and, . ..
paotentially, informatieon on voting records, sponsorship, campalg
receipts, and other activities of office holders and candidates.

_ L : ¥ : |
founder, who delivered the opening and closlng rPeNaTks. Your
submissions indicate that the purpose af the conference was to
provide citizens a firsthand oppartunity to learm in-depth .
options for solving tha country's most difficult problems and to

give feedback directly to the country! leading policy makers.
Invited siea}cers included--all of the -“

Billed as the paliticé.l event of the year, the conferance

6ught of the country's most prominent politicgl figures to
_ ta discuse issues previcusly identified by
through his books and speeches and adopted as your Natien

Issues. These include social security & medicare, health care
- reform, medicaid & welfare, federgl tax reform, balancing the
inmigratdon raforn analysis of medicare

\nd medca id

was entitled
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@ only effective way of bringing about des:.red
Change is to focus energy and resources on craatin the
infrastructura of a

ould be fallowad by a search for
cand:.dates, raising the money to enable their candidates to be
compatitive, and ultimately aslecting a sufficient number af

representatives mo the Congress to be able to -
influence the outcome cf economic and government raform maasures
‘Notwithstanding d:.scussmns regarding
WP, vour membership polls indicated that your nembership
preferred to remain £ sues and not on promoting .
individuals. Durmgﬁulosmg conments at WNENGTENN
RN, he asked participants to gilve elected servants

the oortunit to accomplish the reforms but to }:aep all opt;f_ons
open- Lot e

" ' entitled ST
g Here, ' R - 2
. one of tha 2 majc artles to aop 1ts
goals. They are focused just on ggtii chey wa

rathar than on forming a party. '
was also the subjeat of forunm held on

wa sent you copiea of two newspaper
An article headlined h :
appeared on
' L Ihig aotory covered
announcement of of his intank 9
to e f
ndidate against L
nominee in’ ’ di.' he planned -
and would

then seek to get it on the bhallot
. the Exacutive Director of tha
"This is a great politiaal awakening. .es is the major
ical thrust in America, it is the driving force...
‘indicated. that tha would run onl
presidantial candidate in analyze the
congress:.onal candidates and endorse one of the two major party
cand:.da.tes in each af the races.

saLd'

cn . - anather a
in tha
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: q This article also discusses
- i political party. -The article pointa ou
e =}

" open

- the rding the
- third party. _“,
the possible candidacy o

—ry . —y

Intent to create
help for the

a initiative is supported by your headguarters.
a dozen state or regional dite = of ‘
ware ordered to the backbona a

tlon drive. Accordi icla, Plans to
regional offices in. that will be organized by
your stdate directors who will act valunteers in their efforts
to ect: petitions. Many of tha state diractors dispatched to
*, the article notes, had led meetings in their states
early gsibility of your becoming a

stated that
triggered new interest in

the pe

the third party idea.

APPLICABLY LaW.

Section 501(c) (4) of the Cede provides for the exemption

from federal income tax of organizations nat organized for profit
- but operatad exclusively for the promotion of social welfarea,

Section 1.501(¢) (4)~1(a) (2) (i) of the Income Tax Requlations
providea that an oxganization is operated exclusively for the
promotion of social welfare if it is primarily engaged in

promoting in some way the common good and general welfare of tha

people of the community. An oarganization embracad within this
section is one which. is operated primarily for the purpose of

 bringing about civie betterments. and =ooial improvements.

Section 1.501(c) (4)-1{a) (2} (1i) of the regqulations provides
that the promotion of social welfare does not include direct or

‘indirect participation or intervention in political. campaigns on
"behalf of or in opposition to any candldate for public office.
- Tha ragulation further provide that an "action" organization, as

that term is used in the regulations under section 501(c)(3) may
qualify under saction 501(c}(4) if the organization otherwise
qualifies under section 501(c) (4). ' :

Under saction 1.501(c) (3)=L(c)(3) (Lii) of the regulations a
arganization is an "action" organization if it intervenes, S
directly ox indirectly, in any political campaign on behalf of_or

in oppesition to any candidate for public offica. .

Thus, an organization that is an Maction" organization
described in section 1.501{c)(3)-1(c) (3} (iii) because it
participates or interxvenes in a political campaign is not exempt
under section 801(c)(4) if it does sa as a primary activity.

do2e
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. This relatiohship, established by the regulations, means
that precedant under section 501(c) (3) defining "direct or
indirect participation or interventian in political campaigne on

" behalf of or in opposition to any candidate for public office,"
“ bears on the question of whethar or not an organization qualifies

under saction 501(c) (4).

Section 1.501(c) (4)-1(a)(2) of the ragulations provides that
to be operated exclusively for the promotian of social welfare,
an organizatlion must b ‘oparated primarily to benefit the
community. : . : :

séctian'E:?(é}(l) of the Code provides that a politigal

~ erganization shall be subject to taxation under subtitle A, only

ta the extent provided for under saction 527.

Under section 527(e) (1), political organizations are . ]
parties, committees, associations, funds, or ather organiaations

.(whether or not incorporated) organized and operated primarilg
- for the purpose of directly or indirectly adgepting contributions

or making expenditures, or both for an exempt function.

Section 527(e} (2) provides that the term "axempt function®
means the function of influenaing or attempting. te influence®the
selection, nomination, election, or appointment, of any .
individual to any Federal, State, or local public office...

. Section 1.527-~1(c) of the regulations pfavides fhat'whether
an expenditure is for an exempt function depends upon all of the
facts and circumstances. . .

Section 1.52f-i(c) alsd‘provides that an exempﬁ-functiOn
includes an activity engaged in betwaan elections.which supports

~tha process of selection, nomination, or electioh of an

individual in the next applicable political campaign.

Section 1,527-2(c) (5) (vil) of the requlations provides an
exampla of inter-election expenditurass that are exempt function
expenditures. These include expenditures by a section 527 (a)
political organization for training staf?, drafting party rulsg,

‘implementing party reform Proposals and sponsoring parcty

conventions.

Section 1.527-2(c) (5) (viii) of the regulations provides

- another example of exempt function expendifures. These include

the expenditures by a section 527 political organization for
seminars and conferencas which are intended to influence persens

‘Who attend to support individuals [for] public office whose

political philoscophy is in harmony with its political philoscphy.
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-In The Association of the Bar the City of New. Yor :
Commissioner, 858 F.2d 876 (2nd Cir. 198B3), the BAppeals Court for
the Second Circuit considered a situation where a bar assoclation
Tated candidates for elective judicial office, The Court held
that the publication of the rating was participatian directly or

- indirectly in a political campaign.

Rev. Rul. 60-193, 1960-1 C.RB, 195, concludes that an
_organization created to encourage greatexr participation in
govermmental and political affairs qualifies for racognition of
exenption under section 501{a) (4) of the Code. ‘Activities of the
arganization include seminars and workshops held on the campuses
of colleges and univetsities of the country. The subjact, matter
- of these seminars relates to the tachnical aspects of the _
‘political system under which the American government operates.
All lecturing personnel, including academlc politicel smoientists :
and political leadera from the local and national levels, are
required to maintain certain techniecal atandards, and there is no
advocacy of any particular political group. Seminars and
workshops are moderated by permanent staff personnel of the
. organization in oxder to prevent the program from becoming
~ partisan in character, ' S

__Rev. Rul. 67-368, 1967-2 C.B. 184, desoribes an organization

formad for the purpesé of promoting an enlightened alectorate.

Its primary activity is rating candidates for public office on a
nonpartisan basis. In order to acquaint voters with candidates
for local public afficea, the arganization analyzes the -
candidate's qualifications, such as education and eyperianca. On -
the basis of its conclusions, it rates candidates as average, |
- good, ox axcellent and disseminates these ratings to the public.
The ruling concludes that the comparative rating of candidates, .
‘even though on a nanpartisan basis, is participation or :
intervention on behalf of those candidates favorably rated and in
. opposition te those less favorably rated. Therefore, such
participation or intexvention does not promote social welfare
within the meaning of sectian 501(c)(4) of the Code and the
organization dees not qualify for recognition of exemption.

, Rev. Rul. 81-85, '1881-1 C.B. 3132, concerns an organization
that was primarily engaged in activities designed to promote
social welfare. In addition, the organization intervened in
political campaigns on behalf of or in opposition to—candidatgs
for political office. The ruling noted that while the promotion
of social welfare did not include political campaign activities,
no han had been imposed by the regulations. Therefore, as long
as the organization primarily engaged in social welfare
activities, it could intervene in political campaigns.
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Rev. Rul. 8ao-282, 1980-2 cC,B., 178, amplified Rav., Rul. 78~-
248. It discusses a situation whara a saction 501(c) (3)
organization published a summary of the voting records of all
. incumbent members of Congress an galected legislative issues of
importance to the organization. ' The summary was published as
. 8oon as was practicable after the close of the congressicnal
session in a reqular iseuns of the organization's monthly .
nevsletter, which would be distributed to the usual subscribers.
Each membar's votes were reported in a way that illustrated
whether he or she voted in accordance with the organization's
position on the issue. The newslettar was politically non-
partisan, and contained noe reference to or mention of any .
political campaigns, elections, candidates, or any statements
. expressaly or impliedly endorsing or rejecting any incusbent as a
candidate for public office. Ko mention was made of an
individual's ovarall qualification for public office, nor were
there any comparisons of candidates that might be competing with
. the incumbents in any political campaign. ' The voting recoxds of
all Incumpents wera presentad and candidates for ra-election were
not identlfied. The newsletter pointed out the limitations of
judging the qualifications of an incumbent on the basis of a few
- saleatad votes and noted the need to consider such unrecorded
matters as performance on subcommitteeg and constituent service.
The newslettar was not targeted toward particular areas in which

elections were oaourring. The ruling holds that the organization’

was not participating or intervening in a political campaign.:

Rev. Rul. 73-306, 1873-2 C.B. 179, denied axamption undar
section 501(c)(4) to an organization forxmed te represant
' mpmber-tenants of an apartment complex in negotiations with
landlords, in litigation, and in requlatory matters affecting
tenants!' interests.’ This organization was not described ‘in

section 501(c).(4) because it operated to benefit anly the ;enants

aof that particular apartment complex.

In contrast, Rev. Rul. B80-206, 1980-2 C.B. 185, held that an’

organization formed to promote the legal rights of all tenants in
a community qualified foxr exemption under section 50L{c) (4}.

In Amexican Campaign Academy v. Gommissigner, 92 T.C. 1053
(1589), a school, organized to train individuals as political
campaign professionals, was denied axemption undex saction
501{c)(3) because tha school was operated for the subatantial
nonexenpt purpose of benafiting the privata interests of
Republican Party entities and candidates. . Although the schoal
had a legitimate educational program, the Tax Court held that the
school conducted ite educational activities with the partisan
objective of assisting the Republican Party as evidenced by;

@oag
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1) the composition of the Schoo1's'board of directors,
~ 2) the failure of the schdol to counterbalance tha

Republican party focus of its curriculum with comparable-
studies of the Democratic or dther political parties, '

- 3) the incorporation of the school by fhe Genera1 Counsel of

the NRCC, an unincorporated asgociation comprised of
Republican members of the House of Reprasentatives, and

" 4) a lack of shaﬁing by the school that its graduatas served
in congressional and Senatorial campaigns from both major
political parxties in substantial numbers.

ALYSIS

' Ideas are the lifeblaod of the U.S. pblitical system.
Throughout our history, American peldtics nas bean anargized by

new ldeas from the free silver supporters to the anti-ahild labor

novement to the civil rights marchers. As ideas evolva from
beginnings in ideclogical tracts and academic discourse to mass.
movements and political action, tha Tax Code is challenged to
properly respond to the latest expression of particulaxr ideas.

. The basic framework for the first stage of this evolution is
section 501{c¢) of the Code. The Service i called upon to
administer this section in an even-handed mamner. In, order to
qualify for recognition of exemption under section 501(c) (4), for
example, an. organization must be primarily engaged in activitias
that promote sogial welfare. The promotion of social welfare may
include activities that aducata the public or lobby public
. officials or both. Exemption is not dependent on the point of

view of the educatiaonal material or the issue being lobbied.

Often, opposing sides of a particular issue are emphasized in the

programs of two different section 501(c) (4) educational ‘
organizations. Similarly, two social welfare organizatibns.may
lobby the legislature, each on different sides of the sampe’ issue.

Once a particular idea or set of ideas enters the electoral

phase of the political discourse, the tax conseguences are less
clear. In contrast to lokbying and educational activities,
partisan political campaign activity does not promote social
welfare ae defined in section 501(a) {4). Such activity promotas
the interests of one political faction. an organization engaging
in such activity is engaged not merely in the clash of ideas, but
in a contest for power. An organization exempt under secyign
301(c) (4) 1s not strictly prohibited from engaging in political

{
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campaign activities. Rather, as illustrated in Rev. Rul. 81-95,
. ®UPra, such organization cannot be primarily engaged in such
activities. - : ‘

| The tax treatment of political parties, prier to the
enactment of section 527, consistently rejected the idea that _
they were organizations exempt under sectlion 501(c). See a.g.

- Commynist Party of tha U.8.5.; TC Memo 1965-270.

. Under séction 527, the test of exemption 1s whether you are
Primarily engaged in the function of influencing or attempting to

influence the gelection, nomination, election, or appointment, of

any individual to any Faderal, State, or local public office.,, .
‘Section 527 is not merely concerned with the campaign process,

however. Section 527 recognizes that many political parties have

8 permanent.structure that ramains active betwean elections,
~Thuas, what it means by influencing or attempting to influence the
selectlion, nomination, election, ar appointment, of any

individual to any Federal, State, or local public offica includes .

activity between alecticns that suppart= this process. Section .
527 does not require an organization to benefit the community.

Section 527 is also intended as the exclusive section that
~Spells out the tax treatment applicable to political
‘ organizations, Congress enacted section 527: :

Because the gquestions involved in this area require a

delicate balance between tha need to protect tha revenue and

the need to encourage political activities, which are the
heart of the democdratic process... see S. Report 93-1357,
53rd Congress 2nd Sess. (1974) ~ '

"~ Read together, Rav. Rul. 81-95, supra, and section 527
suggest that if an organization's primary activities are exempt
function activities under section 527(e) (2), [which may include
- political cam aign activities deseribed in section 501(c) (3)],:
the organizat?on cannot be exempt under section 501(c) (4). Such

organization will be treated as a political organization. - Exempt

funotion activities includa those that political parties engage
in betwean.electiqns that support the electoral process, '

Based on the information you submitted, it appears that you
sas of promoting the ideas promulgated

. were creatad for the
vy S - . .
lobbying 'of Congress both directly and with grassroots campalgns;

influencing the electlan 'of candidates for public office who
i to those principles; an o basis for the
effart il _ In this,
You mast -Closely resemble a political party between campaigns.
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F as a mamber of your Board of Directors during
MRy stated that you Yoffer votes that are available so that
members of Congress can adopt ‘our agenda.™ He also stated "the
impact we have is to get people rumning fox cffice to adopt our
agenda in orddr to get elected." You have indicatad that your
goal is to get candidates for public office to recognize the
importance of your members and to be responsive to their views on
public policy and governmental issues in order to gain suppoxt
for their candidacies. s S

Your national/independent stata framework permits you to
exXercise significant influence over the activities of the State
Chapters. The policy positions are set by you and communicated
to your wembars through the State Chapters. If you do not like
what a Stata chapter does, You can revoke its charter. Thus, all
communications in your organization flow down to your members.
State Chapters are told in advance what your platform is. It is
their job to inform their menbars of your positions. In fact,
your function iz very similar to the funetion af a political
party: i.e. to establish a party platform, inform the electorate,
‘and get candidates to adaopt your agenda to get elactad. o

_ Tha evidence you submitted indicates that you have provided
employment far a cadre of party professionmals. You have
organized a national structure and hava begun building lists of
pPotantial voters and contributors. You organize volunteers and
Serve as a rallying paint between elegtionz. You nelp register
groups that are likely to be sympathetic to your cause. HMast
significantly, you keep issues alive between .

. Presjdential elections and u e ideas as your central thenes
in selecting candidates most in harmony with your views. You
advise your membership of selected didates in the manner
outlined in your The evidence alse

indicates that iou were active in the formation

Youy are a pivotal document as they
are a summation of where your organization has been and whare it
intends to go. When viewed in contéxt, it leads to the ,
conclusion that your other activitias wexe merely a part of a
continuum, from set up (tha creation of a party platfora through
Your initial infomercimls and other informational meetings) to
party building, and | . The fact that

- all of your current activities were not in place initially, does
not changs the result. :

- You claim to be a nonpartisan issues-orierited organization.
. + We would certainly concede that you are issues-oriented. Your
' ‘activitiec are no less partisan, howaver, because they are .not
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w . Your organization is formed around a
central core of prinaiples that deal with a broad spectrum of,

issues (much broader than a typical advocacy group) and (unlike
an advocacy group) you are interested in wielding political
power, both in the polltlcal and legislative arenas, and to
advance your interasts the next electoral cycle, You adopted -

onference to influencae the elections
accordingly. S ‘ '

Unlike the organization described in Rev, Rul. 60-193,
supra, which encouraged participation in the polltical process by
explaining the process on a nonpartisan . are created
for the partisan objectmve of promoting plgtform and
those candidates for public.office that adopt It.

You are structured along the lines of a political party to
facilitata political action fram your headgquarters down to the
Congressional District level. Your national/state framework
provides a controlled network for the implamentation of your
programs. Although you have not: fielded candidates under. your
own neme to date, you' meek out candidates willing to adopt your

‘policims. Your agenda amounts to a political platform

commanicatad through radio, telavision, publications, direct
wail, telemarketing, and the statemants of your founder and

_ dlractcrs.

Based on the facts and circumstancas represented herein, we
acanclude that you are a political organization taxable under
section 527(a) (1) of tha Code, Accordingly, you do not quallfy
for exemption under section 501(c)(4)

In add;t;on, when we examine each of youxr s;gnlflcant

‘programs, we find elements that sexve your electoral goals.

Follewing your first broadcast, theq .
M, " viewers were maliled a patition
o alliqgl LY .OpLNLonNs tions were designed by

and limited to issbas he raised in the broadcast. Becauge O
the bias evidenced in the g

This survey was also Limited to issues raised by f§

respongaes. Through your efforts, tha results of the
survey were widely publicized to demonstrata to Congress the

. interest of your members and the public in a balanced budget.




Your m was
not a nonpartisan educational research effort. Rather, ain
limiting questions to 4 harrow range of issues, posing them so as
- to elicit particular respaopses, and disseminating the results in

the manner described, the h was designed, and was
- used, ‘as a partisan political teol. The platform, developed and -
refined through this initial survey, became the basls for later
candidate questiomnaires. and scorecards. These ware used for the

‘purpose of identifying sympathetic politicians and getting your
membars to vote for tham. B . - '

+_While the results of the polls and the petitions were made
available to the Congress, there is no evidence that this servedq .
2 lobbying purpose. Whila there may have bean relevant ~
legislation pending on some of the issues, larger, long range
pPurposes wera sarved. Congress was put on notice that h S
followers were being organized around a number of issues and they
would play an important role on the political landscape for scme

. Years to coma. .
Candidate Forumsg

Your most prominent activity has been the sponsorship of
candidate forums for your members and the general public. These
foruns were often preceded or followed by aandidate : '
questionnaires the results of which were distributad widely to
your membership and the general public.  Your *modal" for this
activity, as evidanced by your submissions, was the : .

Eiéationnaires and forums you sponsored in connection with the

Your activities surrounding @

Fin your endorsament oL one candidate -
—- for office. While you have attempted to
distlnguish your Ygupport*® for

‘Wwe tain at the clear import of

ctharwise. -

The Association of the Bar for the City of New York, supra, is

“In that case, the Appeals Couxt for the Second Clrcuit
considered the aituation where a Bar Association rated candidatea
for elactive judicial office. The Court held that the
publication of the rating was participatien directly or -
indirectly in a political campaign. In reaching its conclusion,
the Court stated, at page 880: o

Indeed, the Association concedes that it ie attempting to
"ensure" that candidates whom it considers to be legally and
- professionally unqualified" are not elected to office... In
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pursuing this activity, the Association. falls cléarly within
‘tha definition.of an "action" organization, i.e. aone that

"participates or intervenes, directly or indirectly in any
political campaign....® . , : ' :

, Because your cquestions ware limited to those issues on which
You have taken a position I wé cannot
concluda that these forums were conducted without evidence of
bias. 1In fact, we believe that you are similar to the .
organization described in Rev. Rul. 78-248, situations 3 and 4;
supra, in that the questlons you asked the candidates diad
evidence a bias through their limiteq scope.

As we have indicated above, if activities ara political
campaign activities, they are those of an "actian® organization
describad in the reqilations under section 501(c), and are
‘inconsistent with exemption under saction 501(c) (4). These -
activities are, however, consistent with the examples of exempt
function expenditures contained in section 1.527-2(c)(8) of the
ragulations. o : L

college Membership Program and Voter Registration Drive

: Your college program has copsisted mainly of activities
designed to inorease your mesberehip and register college age’
- voters. As indicated by your literature, the voter registration.
program in particular has been aimed at securing new registered
- voters who will vote for candidates who favor positions you

espause;. it cannot be considered nonpartisan.

. The collsge program differs little from the Young Democrats
and Young Republicans, political groups also. operating on campus. .
Seeking the participation of callege age votars is part of your
national agenda to garnish support for your party platform and
qoals. ’ ot ' ) . . '

Congressienal ch;ggg;g

... Your newsletter frequently contains a “Congraessicnal
Scorecard" legend, indicating how each Senator and Represaentative
votad on "issues that you have identified as important through
your National Agenda. In addition to limiting the issueg ‘
covered, you have indicated agreement or diszagreement with the
vote by placing a large "thumbs up” aign hy favored votes and a
"thumbs ‘down" sign next to these with which you disagrea. '

One of the clear differences between the scorecards
published in your newslatters and the scorecard discussed in Rav.
‘Rul. 80-282, supra, is the linkage in your newsletters batween a
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legislator's vote on issues such as N
b This may.not be eritical in the judgment as to whather

you waxe involved in campaign intervention. Cn the other hang,
it is consistent with the definition of exempt function activity
under section 527(e) (2). It is something political parties do
between elections to sSupport sympathetic candidatas in the next
election cycla. Political parties frequently take positions on .
public policy, so that thaey can endorse candidates based on a
legislative record. ' : ' ' '

~ Your Congressional Bcarecard does not meet the criteria set

forth in Rev. Rul. 78-248, supra, or Rev. Rul. 80~282, supra, to
be considered nonpartisan voter education. It also comstitutes
partisan political ocampaign activity because it takes place in
the context of political campaigns. :

Lobbying

You assert that many of your astivities may be charactarized
as- lobbying, both direct and grassreocts. We are unable to
canclude from your submissions, however, what specific pieces of

legislatiaon were being lobbied, how much waa spent by your ‘
oxganization for the purpese, and aven whether tha activity was

' attributable to you or to Horeover, when you tock a
public stance on the issue id, for example, in the first
of the National Refarenda, you did so as much or more for
membership and agenda-building purposes as for any specifia
lobbying purpese. - ‘ ‘ T

If there is "lobbying”, it is only incidental. The .
scoreboards primarily serve partisan political objectives. ' They
serve as rallying points to attract new members and to generate
momentum for your fledgling pelitical movaement. Your neusletters
contain mora political commentary than lobbying. Medla cempmigns
using 800 and 900 talephone numbers to generate petitions also.
serve as an additional means of identifying sympathetic votexrs
for recruitment purposes. Further, your lobbying activitiee are
minimal when compared with the massive commitment af resourcas,

particularly tha efforts of thousands of volunteers, that will ba .

required to achieva youxr stated objectives af electing candidates
-akt all levels of gavernment and exercising control of the
congrees. ' _ _ .

the -
subnitted at the sane

) &hows your continuing activities are
incompatib exemption undgr section 501(c) (4) of tha Code.
Each of your activities constitutes intervention in political

your regent involvement in the creation of the .

ol
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campaigns as opposed to palitical education. When viewed as a-
whole, it is clear that the totality of your activities era
permeated with political purpose. o

An organiiation exempt under section 501(c)(4) of the Code
mast be operated exclusively for the promotion of social welfaras.
Benafitting select individuals or groups, instead of the

community as a whole, is contrary to this raquirement. Thus, the

tenants' organization described in Rev. Rul. 73-306, supra, is’

- distinquishable from the one described in Rev. Rul. 80-206,
supra, in that its -activities are directed primarily toward
‘benefitting its member-tenants rather than all tenants in the
community. Accordingly, a sufficient amount of benefit to select
individuals will preclude an. organization that would otherwise
qualify for exemption from being described in section 501 (a) (4} .
The decision in.American Campaign Academy, supra, ls relevant

. here. In both the American Campaign Academy case and in this
case, the organizations were created to serve a particular
faction in the political spectrunm.

When a particular agenda 1s advanced in the électaral

Ba37

- Process by supporting candidates that adhere to it, the comeunity

- as a whole is benefitted only indirectly. What is benafitted
direatly is the group whose agenda is being advanced. Congress,
when it made section 527 the exclusive provision governing the
tax treatment of political parties, also recognizad that groups
whose primary purpose is to sexve the electoral process have too
narrow a focus to qualify under section 50L(c)(4).-

The evidence you have submitted .also establishes that your

interests are inaxtricably joined with those of . You
were created and have operatad for the principal"
promoting ideas as developed in the
subsequently 1n his writings, -televisian appearan s, and

speaking engagements. Your staff is under contract to help in
the winding dowh of his campaign.

The Board, even aftax

still Directdrs) and most of your key employees remain on g
*payrull, "volunteering” their time to work for your
organization. = - R :

Fh&s personally funded a mumber of your activities
.including the coats of producing and airing the infomercials.
The sort of control that he exercised over your public posture is
illustrated by his personal involvement in designing questions

for your first member survey, that took place in.connection with
the first progran in the WNMIENENENRENGRY

campaign and

. it wag recrgapized, consists of a majority of individuals .
appointed byh @ of the original Directors (who are
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During ” before you were significantly funded he
rganization, free of charge, the services af

rovided you¥

% In a real sense, your organization has served as .

~hig politi alter ego, both in his public appearances apnd
bafore Congress. Xt 1s impossible to separate your interests

- from his. He remains an unpaid volunteer for your organization.
You are alsc the publisher of Hooks. _ .

Because you axe controlled by H and his rela.ted
interasts, you are, in fact, indist nguishable from his
-ﬂvidual agenda. ' You were created as a vehicle to kee

3 in tha Limelight. By acting as. an alter ego for,
you continue tg

fpand his influence in the public arena. With -
your support, § R hasz spucceedad in ¢reating a third
national political party. Your activities enhance his power in
1nf1uancxng the gelection of. polxtical candidates. This is a -
private purpose that does not serve the community as a whole.
This private purpose is so suhstantxal as to preclude exemptlon
under section 501(0)(4)

' go»rci.us’m'

In summary, we conalude that gome of your act;vztxes
censtitute dirvect and indirect participation or intervention in
political campaigns on behalf of or in opposition to candidates
for public office. Youxr activities that support the electoral
process are so substantial as to support our further conclusion
that your primary activities are those af a political party
betwean elections. . As such, you cannot gqualify under section
501(<c) (4) of the Code both bacauae Congress enacted section 527
ae the exclusive section governing the tax treatment of political
parties and hecausa you serve too narrow a focus.

In addltian, we Qo 1at your-actxvxtles also
substantially banefit as an individnal. Thexefore, you
are not primarily engaged in activities that promote social

welfare and do not gualify for recognition of exemption under
section 501(c)(4) of the Code.

If you have political organizatxon tnxable income, you must
- Elle Form 1120 POL and pay the tax. -

You have the right to protest this ruling if you believe it =
-is incorrect. To protest, you should submit a statement of your
views, with a full explanation of your reaseoning. This :
. statemant, signed by one of your officers, must be submitted
within 30 days from the date of this letter. You alac have a
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right to a conference in this office after your statement is
Submitted. You must request tha conference, if You want ona,
when you file your protest statement. If Yyou ara to be
represented by someone who 1s net one of your officars, that o
parson will need to file a proper powexr. of attorney and otherwise
qualify under oqur Conference and Practices Requirements. '

If we do not haar from you within 30 days, this ruling will .
become final and copies will he forwarded to your key District
Director, Thereafter, any questions about your federal income tax

-Status should ke addressed to that affice.

You wili'expedité our recelipt of‘your reply by using'the‘

: following address on tha anvelope:

‘ jIntérnal Revanue Service
3111 Constitution Avenue

Washington, D.c. 20224
aven: S =oon 5139

A - ‘ Sincerely yours,

éhiéf. Exeng
Organizations == .
Rulings Branch g

iy ©

3 - Actirq




